























Management'’s Discussion and Analysis

This section of North Central Texas College’s annual financial report presents a discussion and
analysis of the College’s financial performance during the fiscal years ended August 31, 2017.
2018 and 2019. Since this management’s discussion and analysis is designed to focus on current
activities, resulting change, decisions or conditions of facts, please read it in conjunction with the
College’s basic financial statements (pages 10-15) and the footnotes (pages 16-46). The College
endeavors to present an objective and easily readable analysis of the overall financial activities to
students and the public. Responsibility for the completeness and fairness of this information
vests with the College.

Overview of the Financial Statements

This annual report consists of four parts — management discussion and analysis, the basic
financial statements, required supplementary information, and schedules of federal and state
grant and contract expenditures.

The basic financial statements, according to GASB 34, Par. 138, under Business-type Activity
include two kinds of statements that present different views of the College:

The Statement of Net Position and the Statement of Revenues, Expenses, and Changes in Net
Position are College-wide financial statements that provide both long-term and short-term
information about the College’s overall financial status. The remaining financial statements are
Statement of Cash Flows, Schedule of Operating Revenues, Schedule of Operating Expenses by
Object, Schedule of Non-Operating Revenues and Expenses, Schedule of Net Position by Source
and Availability, Schedule of Expenditures of Federal Awards, and Schedule of Expenditures of
State Awards that provide more detail on the specific revenue generated and expenditures made
during the past year of operation.

The Statement of Net Position reports the total net position available to finance future services
(GASB 34, Par. 430). As a business-type activity, the College reports in the single column, entity-
wide format. GASB 34 specifies the elements of the statement of net position to be classified as
current assets, non-current assets, current liabilities, non-current liabilities, and net position. Net
Position are to be classified as invested in capital assets, net of related debt.

The Statement of Revenues, Expenses and Changes in Net Position is a statement of activities
and reports the effect of non-operating (general maintenance ad-valorem tax) revenues, defined
as the amounts of the functions that are not supported by charges to users (state appropriations
and student tuition and fees). Revenues are presented as operating (program) revenue, non-
operating (general) revenue, and other revenues, expenses, gains and losses. Expenses are
reported by function, except those that meet the definition of special or extraordinary items
(GASB 34 Par. 41). Functional expenses are defined as the “direct” expense specifically
associated with a function and would not include allocations of indirect expenses. The functional
categories for expenses are instruction, research, public service, academic support, institutional
support, operation and maintenance of plant, scholarships and fellowships, auxiliary enterprises,
and depreciation expense.

The primary purpose of the Statement of Cash Flows is to provide relevant information about the
cash receipts and cash payments of an entity during the fiscal period. The statement explains
the changes during the period in cash and cash equivalents regardless of whether there are
restrictions on their use. The total amount of cash and cash equivalents at the beginning and
end of the period shown in the statement are easily traceable to similarly titled items or subtotals
shown on the statement of net position. First, the statement reports the effects during the
period of operations, capital financing, non-capital financing, and investing transactions.
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Secondly, related information reports the investing, capital, and financing transactions that affect
financial position but do not directly affect cash flows during the period. Finally, a reconciliation
of operating income to net cash from operating activities is provided.

The Schedule of Operating Revenues provides a detail presentation of all operating revenue
regardless of source. Sources of operating revenue are state appropriations, tuition, fees,
scholarship allowances and discounts, other operating revenue from grants and contracts, and
auxiliary enterprises.

The Schedule of Operating Expenses by Object displays operating expenses split between
restricted and unrestricted categories. Educational activities are reported as instruction,
research, public service, academic support, student services, institutional support, operation and
maintenance of plant, and scholarship and fellowships. Auxiliary enterprises' expenses and
depreciation expense are also reported on this schedule.

The Schedule of Non-Operating Revenues and Expenses shows M&O ad valorem taxes,
investment income, and other non-operating revenues as well as, interest on capital related debt,
loss on disposal of capital assets and other non-operating revenues.

The Schedule of Net Position by Source and Availability shows details by source for unrestricted,
restricted expendable, restricted non-expendable, and capital assets net of depreciation and
related debt for current funds, endowment funds, and plant funds. The schedule also shows net
increase or decrease by category.

The Schedule of Expenditures of Federal Awards and the Schedule of Expenditures of State
Awards are schedules that satisfy the A-133 requirements and the State of Texas Single Audit
Circular requirements.

Financial information for the component unit, North Central Texas College Foundation, Inc., is
reported separately from the financial information presented for the primary government.
Complete financial statements for the component unit are available from the Office of the Vice-
Chancellor of Financial Services, North Central Texas College, upon request.

Condensed Comparative Financial Information
A comparative analysis of financial statement data is presented for the College.

Analysis of the College’s Overall Financial Position

The overall financial position of the College is very good. There was a significant increase in
many critical areas during the past year. The combined fall credit and noncredit head count
enrolliment grew from 5,180 in 2002 and peaked at 10,525 in Fall 2018. Student tuition and fee
revenue increased from $3,871,000 in 2002 to $19,735,931 in 2019. While the College has
grown substantially over the last few years, the state appropriations have not grown at a
comparable rate, thus the growth the College has experienced is not being funded through state
appropriations. Although state funding has increased from $7,370,000 in 2002 to $14,131,053 in
2019, the portion of state funding has decreased from 38.3% of the total expenditures in 2002 to
23.02% in 2019.

An additional positive trend is the growth of the tax base valuation of the district. The College
taxing district is Cooke County, Texas. Ad valorem taxes are assessed and collected by the
College based on the valuation of real property and minerals on January 1. The trend from 2000
until 2019 has been a continual increase in taxable assessed valuation from $1,288,353,176 in
2000 to $3,253,847,432 in 2019. Total tax collections have increased from $1,332,078 in 2000
to $4,063,574 in 2019. The combined maintenance and operations and debt service tax was
$0.1102 for the fiscal year ended August 31, 2019. The approved maintenance and operations
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